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SUBJECT: ECON ADS: REPORT ON ECONOMY OF THE PRC 

1. BELOW IS THE TEXT OF A LETTER FROM THE FRG DELEGATION 
TO MEMBERS OF THE ECONOMIC COMMITTEE WITH FRG COMMENTS 
ON PRC'S INDEBTEDNESS, GOLD AND FOREIGN CURRENCY RESERVES, 

OIL PRODUCTION, AND CRUDE OIL EXPORTS. TO CORRECT PARA. 

2 REFTEL, MISSION REQUESTS VERIFICATION US ESTIMATE OF 
PRC INDEBTEDNESS TO NON-COMMUNIST COUNTRIES NOT REPEAT 
NOT GOLD AND FOREIGN CURRENCY RESERVES. 

2. BEGIN TEXT: 

SUBJECT: THE ECONOMIC SITUATION IN THE PEOPLE'S REPUBLIC OF CHINA: 

A) CHINA'S INDEBTEDNESS, GOLD AND FOREIGN CURRENCY 
RESERVES; 

B) MINERAL OIL PRODUCTION AND CRUDE OIL EXPORTS. 

REF: MEETING OF THE ECONOMIC COMMITTEE ON 13 JUNE 1974. 
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DEAR MR. LAULAN, 

I HAVE THE PLEASURE TO FORWARD TO YOU THE FOLLOWING GERMAN CON- 
TRIBUTION WITH RESPECT TO THE QUESTIONS DISCUSSED AT THE ABOVE 
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COMMITTEE MEETING: 

1. CHINA'S INDEBTEDNESS VIS-A-VIS WESTERN COUNTRIES 

THE PEOPLE'S REPUBLIC OF CHINA HAS SO FAR REFUSED TO ACCEPT 
CAPITAL OR DEVELOPMENT CREDITS FROM WESTERN COUNTRIES, SO THAT 
CHINA'S INDEBTEDNESS VIS-A-VIS THE WEST IS ALMOST EXCLUSIVELY 
DUE TO THE IMPORT OF INVESTMENT FACILITIES WHICH WERE 
PURCHASED ON THE BASIS OF DEFERRED PAYMENTS. 

AS FAR AS WE ARE INFORMED IT WAS ONLY IN 1972 THAT CHINA 
BEGAN TO ACCEPT IMPORT CREDITS IN THE FORM OF DEFERRED PAYMENTS 
(AS A RULE 20 PERCENT PAYMENT, THE REST PAYABLE IN 5 YEARS 
AT 6 PERCENT INTEREST PER YEAR). 

IN 1972, CHINA THUS PURCHASED FROM THE WEST FACILITIES WORTH 
ABOUT 200 MILLION US S. IN 1973, THESE PURCHASES ROSE TO 800 
MILLION US $. IT IS ESTIMATED THAT, ON 31-12-1973, CHINA'S 
INDEBTEDNESS FROM THESE PURCHASES AMOUNTED TO ABOUT 790 MILLION 
US $ AFTER DEDUCTION OF THE DOWN PAYMENT AND THE REPAYMENTS 
ALREADY MADE. SINCE CHINA'S FOREIGN TRADE POLICY IS OBVIOUSLY 
BASED, AMONG OTHER THINGS, ON THE ANNUAL REPAYMENT OBLIGATIONS 
INCURRED BY IMPORTS AGAINST DEFERRED PAYMENTS, IT IS NOT WITHOUT 
INTEREST TO ASCERTAIN CHINA'S FUTURE BURDEN RESULTING FROM SUCH 
TRANSACTIONS. THE FOLLOWING ESTIMATES HAVE BEEN ESTABLISHED: 

A) DOWN PAYMENT: 20 PERCENT OF THE DELIVERY VALUE; 

B) THE ANNUAL REPAYMENT RATE AMOUNTS TO EQUAL PARTS OF 20 PERCENT 
OF THE REMAINING DEBT, I.E. DELIVERY VALUE LESS DOWN PAYMENT. 
INTEREST PAYMENTS ON THE OUTSTANDING DEBT HAVE BEEN DISREGARDED. 

C) IT IS ASSUMED THAT, FROM 1974 TO 1977, THE ANNUAL IMPORTS ON 
THE BASIS OF DEFERRED-PAYMENT TRANSACTIONS WILL ALSO AMOUNT 
TO 800 US $ (AS IN 1973). 
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HOWEVER, THIS ASSUMPTION REQUIRES THAT 

- THE ANTI-CONFUCIUS CAMPAIGN WILL NOT SLOW DOWN TRADE WITH THE 
WEST; 


- CHINA'S EXPORT POTENTIAL WILL BE SUFFICIENT TO FINANCE THE 
HIGH IMPORTS OF INVESTMENT FACILITIES. THIS WILL CERTAINLY 
NOT BE POSSIBLE WITH THE TRADITIONAL EXPORT PRODUCTS. INCREASED 
EXPORTS OF CRUDE OIL WOULD BE A SOLUTION. MOREOVER, INCREASED 
EXPORTS OF NON-FERROUS METALS AND MINERALS WOULD ALSO BE 
CONCEIVABLE. 

THE FOLLOWING REPAYMENT RATES CAN BE ASSUMED UNDER THE ABOVE 
PREMISES: 
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1972 1973 1974 1975 1976 1977 


20 192 320 448 576 704 MILLION US $ 

2. CHINA'S GOLD AND FOREIGN CURRENCY RESERVES 

CHINA'S GOLD AND CONVERTIBLE CURRENCY RESERVES ARE LIKELY TO 
AMOUNT TO BETWEEN 1,500 AND 2,000 MILLION US $. THIS AMOUNT 
CAN ONLY BE REGARDED AS A ROUGH ESTIMATE FOR WHICH THE 
ACCUMULATED FOREIGN TRADE BALANCES, THE EXPENDITURES ON 
DEVELOPMENT AID AS WELL AS CHINA'S ESTIMATED RECEIPTS FROM 
MONEY TRANSFERS OF CHINESE LIVING ABROAD PROVIDE SOME 
JUSTIFICATION. 

3. PROSPECTS OF MINERAL OIL PRODUCTION AND CRUDE OIL EXPORTS. 

THE CHINESE MINERAL OIL PRODUCTION IN 1973 IS ESTIMATED AT 
50 MILLION TONS. IT IS CONSIDERED POSSIBLE THAT OUTPUT WILL 
RISE TO 200 MILLION TONS BY 1980. 

JAPANESE SOURCES REPORT THAT CHINA IS WILLING TO SUPPLY 
JAPAN WITH UP TO 10 MILLION TONS OF OIL IN 1974. THIS REPORT 
STILL REQUIRES CONFIRMATION. THE REMAINING MINERAL OIL EXPORTS 
FROM CHINA TO OTHER ASIAN COUNTRIES ARE LIKELY TO BE SOMEWHAT 
LESS THAN ONE MILLION TONS PER YEAR. 
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COPY OF THIS LETTER HAS BEEN SENT TO THE OTHER COLLEAGUES ON THE 
ECONOMIC COMMITTEE. 

YOURS SINCERELY, 

(W. DROOG) 

HEAD, ECONOMIC SECTION 

MCAULIFFE 

CONFIDENTIAL 
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